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Fellow Constituents of Maryland:

It is a pleasure to bring you the Annual Report for the Maryland Local
Government Investment Pool (MLGIP) for the fiscal year ended June
30, 2008. The Annual Report presents an overview of the Pool’s pur-
pose, objectives and performance. It is intended to give a quick, but
thorough, synopsis of the MLGIP operations. 

The Annual Report includes an investment review provided by the
Contractor, PNC Bank (formerly Mercantile-Safe Deposit & Trust
Company), displaying the investment policies of the MLGIP, the Pool’s
investment performance and a portfolio profile as of fiscal year end.
Additionally, the MLGIP’s auditor, PricewaterhouseCoopers LLP, has
included their Report of Independent Accountants covering financial
activities from July 1, 2007 to June 30, 2008. 

The MLGIP continues to manage the fund in line with GASB regula-
tions which allows assets to be carried on an amortized cost basis. For

the fiscal year, the MLGIP’s net yield has average 13 basis points above its peer group measured by
the Standard & Poor’s Rated LGIP Index. Importantly, the MLGIP has maintained S&P’s coveted
“AAAm” rating which signifies the excellent safety of invested principal and a superior capacity to
maintain a $1.00 per unit value. The rating is based on Standard and Poor’s analysis of the Pool’s
credit quality, market price exposure, the Contractor’s conservative investment practices and strict
internal controls.

During fiscal year 2008, the Pool averaged just under $2.3 billion and has continued to increase its
asset size year-over-year. As of June 2008, the total number of registered participants has increased
to 294. The Pool has approximately 800 accounts, including all of the sub-accounts for participat-
ing local governments.

While money market rates have raised about 200 basis points over the past fiscal year, the MLGIP
still remains very competitive for short-term/money market type funds. Safety, Liquidity and
Competitive Yields continues to be our main focus as we meet the investment objectives of the
MLGIP. Participants account information remains accessible through the Pool’s automated tele-
phone system or through the web site at www.mlgip.com.

We recognize the MLGIP is only one of the many options available to Maryland’s public finance
officials. For the MLGIP to remain one of the very best investment options, we encourage sugges-
tions and comments regarding the Pool. We will continue to explore any possible enhancements
brought to our attention. I thank you for your continued support.3

Best Regards,

i
MLGIP Annual Report

ETTER FROM THE STATE TREASURER



Nancy K. Kopp
State Treasurer

40265.Cover:40265.Cover  12/10/08  3:24 PM  Page 2

Attachment C  of 36.

C - 2 of 36.



ABLE OF CONTENTS

Letter from the State Treasurer

Overview

Oversight and Management / Advisory Committee

Synopsis

Purpose and Objectives

Growth Charts

Eligibility / Participant Type Profile

Communications

Eligible Investments

Investment Review

Investment Advisor Report

Yield Comparison / Portfolio Profile

Investment Restrictions

Participant Instructions

Operating Policies

Financials

Report of Independent Auditors

Statement of Net Assets

Statement of Changes in Net Assets

Notes to Financial Statements

Schedule of Investments

i

1

2

3

4

5

6

7

9

10

11

12

13

15

16

17

18-21

22-27

MLGIP Annual Report
ii



40265.Text:40265.Text  12/10/08  3:46 PM  Page 1

Attachment C  of 36.

C - 3 of 36.



40265.Text:40265.Text  12/10/08  3:46 PM  Page 2

Attachment C  of 36.

C - 4 of 36.




Management of the Pool

Through a competitive bidding process, the State of Maryland Treasurer’s Office and the MLGIP Advisory
Committee has selected PNC Bank (formerly Mercantile-Safe Deposit & Trust Company) to serve as the
Pool’s investment manager, administrator, and marketer (in such capacity “Contractor”). The Contractor has
acted in this capacity since the Pool’s inception in 1982. In addition, the Contractor and its predecessors
have been in the business of managing the investments of fiduciary and other accounts in the Baltimore area
since 1864. The Contractor’s local address and MLGIP contact is : David Rommel, PNC Bank, Two
Hopkins Plaza, 4th Floor, Baltimore, Maryland 21201.

MLGIP Advisory Committee

Maryland’s State Treasurer has formed a MLGIP Advisory Committee consisting of Current participants.
The purpose of this group is to review the activities of the Contractor, investigate the interest in the forma-
tion of other pools, and provide general suggestions concerning the operations of the Local Government
Investment Pool. This group will assist with the proposal evaluation during the RFP process and help select
the Contractor of the Pool. The Committee will meet quarterly with the Treasurer’s Office and the
Contractor to review investment performance, marketing and product development.

VERSIGHT/ADVISORY COMMITTEE

1
MLGIP Annual Report

Top Row: Milton Nagel (Caroline County Public Schools) Joseph Carnaggio, Jr. (Carroll County), John 
Scotten (Harford County), Al Martin (Hagerstown)

Bottom Row: Lori Decker (Frederick County), Louise Green (City of Baltimore), Mary Christine Jackman 
(Maryland State Treasurer’s Office), Kathryn Hewitt (Prince George’s County)

Not Pictured: Martha Bennett Lucey (Ocean City), Joseph Griffin (Montgomery County Register of Wills)
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YNOPSIS

To assist Maryland public finance officers in investing available balances, this Annual Report explains the signifi-
cant investment and administrative policies, practices and restrictions of the Maryland Local Government
Investment Pool (MLGIP). It has been designed to meet the recommended guidelines established by the National
Association of State Treasurers (NAST) for Local Government Investment Pools.

Article 95 Section 22G of the Annotated Code of Maryland establishes the Local Government Investment Pool. The
MLGIP, under the administrative control of the State Treasurer, is designed to provide all local government units of
the State an investment vehicle for the short term investment of funds.

Since the inception of the Fund in 1982, PNC Bank (formerly Mercantile-Safe Deposit and Trust Company),
through a series of competitive Request for Proposals (RFPs) has been contracted to operate the Pool. An MLGIP
Advisory Committee of current participants was formed to review the activities of the Contractor semi-annually and
to provide suggestions to enhance the Pool.

Established investment objectives, policies and restrictions ensure that the general objectives of the MLGIP are
achieved. This Annual Report outlines the regulated guidelines and procedures on how to purchase and redeem
shares of the Pool, including: establishing an account, transaction instructions, disclosure of participant account and
transaction sizes, and administrative costs.

Communication to the participants is achieved by several means. Account information is received from individual
statements. Account activity and rate information are sent to participants either daily monthly or quarterly. The
MLGIP has developed an automated telephone response system that will allow for the transfer of funds, request for
account balances, request for daily rate information and receive faxed confirmations of your transactions simply by
using your telephone. General information can be obtained by calling 1-800-492-5160, by reading the quarterly
newsletter, attending many of the local government functions or from personal meetings.

Portfolio information is disclosed including: portfolio maturities, portfolio valuation, yield calculations and earnings.

Administrative Costs

Effective January 1, 2002 in accordance with the terms of the services agreement, the contractor, PNC Bank,
charges an administrative fee based on the asset size of the Pool as follow:

0.030% on the first $1 billion
0.027% between $1 billion - $2 billion
0.024% over $2 billion

All administrative services, i.e. reporting, collections, custodial and fund transfers, are included in this fee.

The fees are accrued daily and charged monthly to the Pool.


AAAm Rated
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URPOSE AND OBJECTIVES

The State Legislature created the Maryland Local Government Investment Pool (MLGIP) with the passage
of Article 95 §22G, Annotated Code of Maryland. The Pool’s purpose is to assist the public finance officer
by providing an investment medium in which the participants may invest their idle balances. A pooled fund
strategy is utilized creating a money market fund for municipalities that is a very safe, highly efficient
programmed approach to investing. Participants are provided professional money management, a well
diversified portfolio and reduced cost.

The MLGIP’s General Investment Objectives are as follows:

1. To preserve the capital value of the dollars invested.
2. To provide a competitive rate of return.
3. To provide a readily available source of daily liquidity.

The MLGIP maintains a AAAm rating from Standard & Poors (it’s highest rating for money market funds.)
The rating is based on analysis of excellent safety of principal and the ability to maintain a $1.00 per unit
value.

The Pool seeks to maintain a constant unit value of $1.00 per unit. Unit value is computed using the
amortized cost method. In addition, the net asset value of the Pool, marked to market, is calculated and
maintained on a weekly basis to ensure a $1.00 per unit constant value.

MLGIP Annual Report
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MLGIP’S NET ASSET VALUE
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LGIP GROWTH CHARTS
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LIGIBILITY

Participant Eligibility

Eligible participation in the MLGIP is regulated by Article 95 §22 of the Annotated Code of Maryland.
A small excerpt from the Article on eligibility reads as follows:

“... each county of the State, and the chief fiscal or administrative officer or officers or governing body of each municipality, town,
body politic, public body corporate, school, road, drainage, improvement, construction or soil conservation district or commission in
the State...”

Establishing A MLGIP Account

Here are the steps needed to be taken in order to become a participant in the MLGIP:

• Pass the Enabling Resolution

• Include Copy of Article of Incorporation

• File an Application

• Include Authorization Personnel I.D. (drivers license, etc.)

Once these two steps are completed and submitted to the Pool’s Contractor, an unlimited number of
sub-accounts may be established in the name of the municipality or local government.
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OMMUNICATIONS

Statement of Accounts

All participants in the MLGIP will receive individual statements for each of their accounts detailing transac-
tions and income postings. The following is a list of statements available, a description of the purpose of the
statement and when they are distributed.

Daily: Automated System Confirmation–a confirmation statement is available for transactions per-

formed through our automated systems (telephone or web) and is either faxed, e-mailed or is

printer available every time requested.

Monthly: Transaction Statement–a re-cap of events to have occurred in the account during the month.

Information includes account number and name, opening account balance, income distribu-

tion, daily transactions and ending balance.

Daily Rates*–a monthly spreadsheet of net rates for each day during the month for the calen-
dar year. Information includes daily rates, average daily rate for the month, effective annual
yield and actual yield over the last twelve months.
* Also available daily through automated systems upon request.

Asset Distribution Report–a monthly report detailing a listing of the Pool’s holdings including:
security ID, security name, maturity date, coupon rate, issue date and trade face & cost values.
This report is available on the MLGIP website.

FY End: Securities Listing of Collateral Held Against Repos–is a one day snapshot illustrating the

securities held as collateral against the repurchase agreements in the Pool. Information

includes face amount, description, market value and repo amount.

Audits (both internal and external)

Internal audits are performed on the MLGIP by the bank’s auditing department and by a State Legislative
Auditor.

A third party, external audit is performed by PricewaterhouseCoopers (PWC) on a fiscal year basis ending
June 30th.
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Despite the ongoing housing correction, the Federal Open Market Committee (FOMC) stated that the econ-
omy seemed likely to expand at a moderate rate and maintained their bias towards inflation risk, voting to
keep the federal funds rate unchanged at 5.25% at the first meeting of the fiscal year. However, tightening
credit conditions were beginning to shake up the financial markets. Turmoil in the credit markets and liquid-
ity fears stemming from continued turbulence in the subprime mortgage market led to a dislocation in short-
term investment markets. Commercial paper and London Inter-Bank Offer Rate (LIBOR) spreads widened
dramatically. For the first time since the asset class was created, maturities extended in several Asset-
Backed Commercial Paper conduits structured without traditional liquidity
support as some conduits were unable to roll paper at maturity. While mortgage-specific ABCP conduits
suffered the most, even ABCP programs with limited (if any) exposure to subprime mortgages were impact-
ed as spreads on the asset class moved wider and liquidity thinned.

Investors feared that money market funds traditionally considered to be ‘safe’ had hidden risks. Concerns
about potential withdraws led many managers to focus on preserving liquidity. During the fiscal year, there
were various press releases citing troubles at other local government investment pools surrounding
investments lacking traditional liquidity support from a highly-rated financial institution. As some of these
securities were on the verge of default, participants rushed to withdrawal funds from pools. Managers were
forced to freeze pools or limit withdrawals.

The FOMC was very active during the fiscal year, through both traditional policy activities as well as new
lending facilities to help alleviate market stress. At an emergency meeting on August 17th, the FOMC took
the unprecedented step of cutting the discount rate by 50 basis points (bps), halving the traditional 100bp
spread to the Fed Funds rate. This was the first unanticipated Fed action between scheduled meetings since
2001. During the fiscal year, the FOMC incrementally reduced the fed funds rate by a total of 325 bps,
including another inter-meeting cut in January. While US exchanges were closed for Martin Luther King
Day, global equity markets dropped precipitously. US index futures suggested a steep sell-off on January
22nd, and the US Treasury market rallied overnight. Prior to the open of US markets, the FOMC unexpect-
edly stepped in and cut both the federal funds rate and discount rate by 75 bps. Globally, central banks also
moved to strengthen liquidity and provide needed funds to the market during the fiscal year. The Fed—in
conjunction with the ECB, the Bank of England and the Swiss National Bank—announced the creation of
the $40B Term Auction Facility to help further alleviate liquidity concerns in the market.
The Maryland Local Government Investment Pool slightly reduced exposure to ABCP as spreads came
under pressure towards the start of the fiscal year. In order to help alleviate investors’ fears, we allowed all
ABCP holdings in the MLGIP to roll-off. As conditions surrounding ABCP normalized and liquidity fears
began to abate, we reintroduced ABCP into the Pool as a small percentage of the total commercial paper
holdings. As LIBOR spreads to federal funds widened, LIBOR-based floaters became attractive to
comparable 1-month or 3-month discount notes. We saw this as an opportunity to add yield to the portfolio
and increased the Pool’s position in LIBOR based floating rate notes. Throughout the fiscal year, we
remained confident with the performance of the MLGIP’s investments, emphasizing very high credit stan-
dards and risk management.

Throughout the fiscal year, investors remained concerned with liquidity and the global banking system. As a
result, the average weighted days-to-maturity of the Pool was very volatile during the fiscal year. It was as
short as 35 days as we focused on providing liquidity for the participants given current market
conditions. We extended at times during the year when market conditions stabilized and provided yield
opportunities. The Pool ended the fiscal year with an average weighted days-to-maturity of 44 days.

9
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suffered the most, even ABCP programs with limited (if any) exposure to subprime mortgages were impact-
ed as spreads on the asset class moved wider and liquidity thinned.

Investors feared that money market funds traditionally considered to be ‘safe’ had hidden risks. Concerns
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NVESTMENT RESTRICTIONS

Credit Standard of Investments
The MLGIP may invest in instruments rated only Tier 1 by at least one Nationally Recognized Securities Rating
Organization (NRSRO). In-house credit reports are maintained on each issuer and are updated at least annually.

Allowable Maturity Range of Investments
•No direct investment may have a maturity date of more than 13 months.
•Floating rate notes are permitted with a minimum semi-annual reset and maximum two year final maturity.

Repurchase Agreement Collateralization
• Repos are strictly collateralized with either U.S. Government Agencies Notes or Bonds or Treasury Bills, Notes
and Bonds.
• Market value of collateral equals at least 102% of principal.
• Value of collateral is marked to market daily.
• All trades are processed on a delivery of collateral versus payment basis only.
• Repo collateral is segregated for the MLGIP and held in the bank’s account with the Federal Reserve.

Investment Guidelines and Limits

Liquidity
•There is no formal minimum overnight liquidity position. However, it is anticipated that the Pool generally will
operate with a minimum of 10% of the total assets in next business day maturities.
•Maximum overnight liquidity position may be 100% of assets.

Diversification (measured from time of purchase)
•Maximum exposure in any one credit of Repo is limited to 15% of the total MLGIP assets.
•Maximum exposure for all combined BAs is 25% of total MLGIP assets.
•Total investment in any single issuer’s BA should not exceed 5% of the total MLGIP assets.
•Maximum exposure to any single Federal Agency is 25%.
•No limit to exposure in U.S. Treasury obligations.
•Maximum exposure for all combined Commercial Paper is limited to 5% of total MLGIP assets.

Ineligible Investments

•The MLGIP does not invest in any exotic derivative securities such as those specifically designated by the SEC’s
Division of Investment Management as inappropriate for money market funds.
•The MLGIP does not invest in securities denominated in any currency other than the U.S. dollar.

Money Market Mutual Funds

•Limited to a maximum 10% of the Pool, individual fund holdings not to exceed 5%.
•Permitted mutual funds include Treasury and Government Agency Funds.
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ARTICIPANT INSTRUCTIONS

Transaction Instructions
Participants can contact the MLGIP to initiate transfers without expense through the Pool’s toll-free number
(1-800-492-5160) or through our website (www.mlgip.com).

Daily Deposits*: Participating accounts will receive same day credit for deposits if notification and monies
in “good funds” are received by PNC Bank by 3:00 P.M. Deposits may be made in cash, check, automated
clearing house (ACH), Fed wire transfer or any other generally accepted method.

The Federal Reserve Bank wire instructions are:

PNC Bank
Routing Number (ABA#): 043000096
Credit Account: 1025191311 (MLGIP)
Reference Account #: (MLGIP account number)
For Credit: (MLGIP account name)

Daily Withdrawals*: Participants may obtain up to their entire principal account balance by having an
authorized representative notify the MLGIP before 12:00 noon on the day of the withdrawal. Information
needed from the participant include: who is calling, PIN#, amount of money to be transferred, from what
MLGIP account number, to what banking institution and what account number to credit.
[Account information must be previously established in writing and sent to the MLGIP]

* transaction may not occur until the following business day if posted after these timeframes.

Participant Account Size Disclosure

Minimum: Because the MLGIP invests in one dollar ($1.00) increments, the minimum amount allowed 
for investment is $1.00.

Maximum: There is no maximum account size per participant.

Transaction Size Disclosure*

Withdrawals: On any given day, participants may withdrawal any amount up to their total principal market
value if notification is made prior to 12:00 noon. 

Deposits: On any given day, participants may add any amount to their balance if notification and
monies are received prior to 3:00 P.M.

* We request earlier notification on any transactions greater than $50 million. 
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TATEMENT OF NET ASSETS



The accompanying notes are an integral part of the financial statements.
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TATEMENT OF CHANGES IN NET ASSETS



          The accompanying notes are an integral part of the financial statements.
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OTES TO FINANCIAL STATEMENTS – CONTINUED
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OTES TO FINANCIAL STATEMENTS – CONTINUED
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CHEDULE OF INVESTMENTS
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CHEDULE OF INVESTMENTS – CONTINUED



40265.Text:40265.Text  12/10/08  3:47 PM  Page 25

Attachment C  of 36.

C - 27 of 36.



24
MLGIP Annual Report
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CHEDULE OF INVESTMENTS – CONTINUED
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The Maryland Local Government Investment Pool’s funds are not bank deposits or obligations of, or
guaranteed, endorsed or otherwise supported by PNC Bank, N.A. or PNC Capital Advisors, Inc. and such
funds are not federally insured by the U.S. Government, the State of Maryland, the Federal Deposit
Insurance Corporation, the Federal Reserve Board or any other governmental agency.

The information provided in this annual report is intended to assist Maryland’s public
finance officers in the challenging task of investing public funds. The Maryland Local
Government Investment Pool offers local governments an investment source that is
safe, liquid and earns a competitive rate of return. Please read this report carefully and
keep it available for future reference.

MLGIP

MARYLAND
LOCAL GOVERNMENT

INVESTMENT POOL
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